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Perspectives on Growin, 
Social Tension in ci 


Events of the last several months have cast doubt on China's ability to 
weather the social strains that accompany reform and modernization in a 
backward, Communist country. Student protests in April and May 1989, 
with their demands for greater freedom and political accountability, are 
dramatic demonstrations of the widening gulf between an urban intelligen-. 
tsia bent on fundamental change and a regime that appears to be backing 
away from its earlier reform activism. But there are other symptoms of the 
strains in Chinese society, These include: y 


+ Increases in worker protests and strikes. In the first half of 
ample, there wer reported stri 
in an economy in which labor-unrest jally 


cannot exist. 


* Serious friction between groups that have not benefited equally under 
reform. Income disparities between individuals and regions have become 
8 sensitive political issuc. 


* A resurgence in the countryside af disputes over land and water rights, 
among other issues, and @ revival, despite strong official discourage- 
ment, af traditional customs that betrays an opposition to change and a 
popular preference by some peasants for China's old mores. Some of 
these, like elaborate weddings and funerals, are frowned on as wasteful; 
others, like the preference for male children, are discouraged because 
they reflect “feudal” attitudes that hinder modernization; and a few— 
such as certain millenarian cults—are seen as direct challenges to party 
authority. 


Growing social disorder has slowed China’s reform program by discredit- 


oy ing ammunition to conservative criti 
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marked a sctback for reform policies. Ironically, over the long run the 
retreat from reform is likely to exacerbate tensions by denying the 
populace the economic gains to which they have grown accustomed during 
the last decade, 


The management of these tensions is complicated by the fact that reform 
during the last decade has cost Beijing many of its traditional levers of con- 
trol. For example, increased local autonomy over financial matters, the 


decentralization of economic decision making, and a reduction in the ~~ 


number of inducements the party can offer—such as unique access to 
scarce consumer goods or a good job—have made it difficult for Beijing to 
smooth over the manifestations of social disorder by applying sanctioris or 
offering rewards, This, and the government's inability to address the root 
causes of crime and corruption, has added to popular disaffection with the 
tegime. Beijing's apparent impotence is one powerful factor in the party's 
loss of prestige, we believe, and challenges the party's legitimacy and 
ability to rule effectively over the long run, 





Reformers will remain vulnerable to charges that their policies have 
ine and gi authority without install- 


Modernizing these institutions may take decades, however, suggesting 
is headed for a long period of social unrest, Because the reformers 
lack the tools to ease discontent or substantially reduce corruption, the 
appeal of adopting more repressive measures to deal with the dissidents, 
unhappy workers, and students is likely to grow. At the very least, social 
disorder will make it}increasingly difficult for reformers to carry out their 


policy agenda, 


Although social disorder could preclude advancement of China's reform 
Program, we do not believe any likely alternative leadership would seek to 
Feverse the policy of opening to the outside. A more conservative leadership 
might seek to distance itself somewhat from the United States, Its policies 
would probably affect foreign investment negatively, as would heightened 
concern by foreign businessmen about stability and the new leadership's 
intentions. 


With or without 2 new leadership, serious problems with social order could 
hamper Beijing's efforts to raise its international profile. Fears of the 
effects of instability on Chinese foreign policy making—still close to the 
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Perspectives on Growing 
Social Tension in Chin 


Reactions to Reform 


Rising corruption and crime, friction over income 
disparities, intellectual dissidence, increased rural vio- 
lence, and widespread resistance—occasionally vio- 
lent—to government directives all testify to increasing 
strains in China's social fabric] 


jesting wage 
and, in the case of the self-employed, tax policies. 
Fear of inflation has sparked not only protests but also 
waves of panic buying and hoarding that, according to 


a accounts, are the worst In 40 years. 


The most vivid recent example of social unrest is the 
wave of student protests in Beijing and several other 
cities following the death of reform leader Hu Yao- 
bang in April and May 1989, Using Hu’s death as a 
Pretext, students staged several weeks of peaceful, but 
iNegal, demonstrations. Posters appeared demanding 
more reform, especially political freedom and greater 
transparency in government, including publicizing 
leaders" finaqcial records, In Beijing, workers signed a 
petition supporting the students, and on several occa- 
sions large crowds of onlookers cheered the students’ 
actions—mest notably when some students made an 
attempt to enter the guarded compound where top 
leaders live and work, 


Even before the recent demonstrations, there was 
er ig evidence that social disorder was slowing 
China's reform program. Despite repeated announce- 
ments over the past five years that it was about to 


tackle price reform, for example, Beijing h 
little progress toward this _—_e 
1 


Symptoms of Social Disorder 


Corruption 

Pervasive corruption bas emerged as perhaps the most 
sensitive source of popelar disaffection, and it was 
foremost among the complaints of Beijing's student 


cuts across rural-urban lines in a way that other 
issues, such as inflation, do not. For example, higher 
food prices benefit peasants, and press teports indicate 
that peasants blame increases for many of the urban- 
produced items they buy—such as | 


corruption than on inflation in the economy’ 


Greater opportunities to acquire and spend money— 
opportunities absent in prereform days—have led to 
an explosion in corrupt practices such as bribery, 
‘tortion, and black-marketecring, according to press 
‘reporting. One recent article quoted a 
black-markelcer complaining, ironically, that tbe cost 
of greasing palms was cutting into his profi 








iclais NOW are not only soliciting bribes but are also 
even specifying what the bribe should 


As business activity has increased with economic 
srowth, local officials have resurrected a host of 
traditional means of raking money off the top by 








imposing nonexistent taxes for business licenses, 
transport, and the like. In April 1988 angry peasants 
dumped $,000 kilograms of spoiled milk into a county 
government building after authorities ignored their 
pleas for protection against local village officials who 
bad imposed an illegal toll of some $27,000. In 
another province farmers rioted and took fertilizer 
from state storehouses when they discovered that « 
local official had diverted fertilizer supplies to his 
family. Numerous press articles complain that the net 
effect of such corrupt practices has often been to 
Stymie local economic initiative and even force prom- 
ising enterprises into bankruptcy—thus imperiling 
reform implementation: 

Corruption is not confined to the lower levels of the 
party and government. 


Perhaps no form of 
‘corruption is. more pervasive of difficult to eradicate 
than nepotism, a 


tice well entrenched in Chinese 


rs 
turned on the late former party General Secretary Hu 
Yaobang in 1986 was that he went after members of 
their families for corruption. The growth of carrup- 
tion, we believe, feeds public cynicism and apathy, 
weakening faith in and support for reform and refarm 
leaders. Comments by both ordinary Chinese and 
intellectuals reflect growing doubts about the party's 
ability to ris Af of the corrupt: 


Crime 

China has experienced a sharp upswing in crime over 
the past few years. According to Chinese Government 
data, the number of major cases, such as murder and 
armed robbery, increased in 1988 by 66 percent over 
the 1987 level. Even more worrisome to officials is the 
increase in the proportion of crime committed by 
Juveniles—from 31 percent in 1976 to over 60 percent 
in 1988. Beijing has reacted by launching another of 


Ee 


its periodic anticrime campaigns; in September 1988, 
there were 8,000 arrests and @ rash of public sentenc- 
ing rallies and executions, We have detected little 
evidence that the campaign is having much effect, 
The authorities’ apparent inability to halt the rise.in 
crime is another cause of popular disenchantment 
and, we believe, evidence of slipping social control. In 
our view, worsening crime and corruption result, in 


“part, from the appearance of a class of disenfran- ° 
chised people—many of them unemployed workers or — 
peasants whom the dislocations of reform have asin si 


brought to the city—who see themselves as having 


missed out on reform's benefits A 


Security officials and some party Jeaders have blamed 
the growth in crime on reform policies—especially the 
opening to the outside, the loosening of controls on 
internal travel, and the encouragement of prj 


Fecting the heat from criticism about the crime rate, 
reformers have felt compelled to approve repressive 
measures to show they are “tough on crime,” which 
tends to alarm and alienate some supporters. China's 
legal code is vague, and its court system—which does 
hot exercise control over the police and other security 
organs—is new and weak. Security forces, therefore, 
have capitalized on crime crackdowns in order to 
stretch the definition of crime—especially economic 
crime—and to enhance their own power and discour- 
age reform initiatives, such as the layoff of surplus 
workers, which they fear pose a threat to public 
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Growing income disparities, especially in the country- 
side, have sparked numerous attacks by mobs on 
Prosperous farmers and their pi 

ment is spreading to urban areas! 


The Chinese media have publicized the Creation of 
SWAT teams, probably as a warning to potential 
Bd the resent- protesters. In October 1988 the State Council took the 
extraordinary step of ordering potice into some face 
1 ip protect managers against angry workers. 










eve the idea that “property is theft™ still 
has many adherents in China. We expect such ten+ 
sions to increase as income disparities grow and new 
de facto class differences emerge 







The Onset of the “Polish Disease," Chinese Style 





There are other, longer term sources of tension be- 
tween Beijing and the workers, Although workers 
benefited from earty reforms, many feel threatened by 
recent reforms that were designed to increase indus- 
trial efficiency and productivity by ending guaranteed 
lifetime employment; trimming bloated factory work 
forces; tying wages to productivity, and closing state 
enterprises that chronically operate at a loss 


The foremost worry for China's leaders is probatily 
what they perceive as the “Polish disease'—urbah 
discontent and a possible marriage of political conve: 
nicnce between workers and students of the sort that 
has occurred in Poland in recent years and shaken the 
leadership in Warsaw. Although 80 percent of 
China's population lives in the countryside, the cities 
are more sensitive politically because it is easicr for 
discontented urbanites to express their dissatisfaction 
actively. Besides a concentrated population, many 
cities have an articulate core of dissidents whose Not surprisingly, 
Protests can furnish a catalyst for workers—even ~ shorts to increase productivity under these ¢ircum- 
whea workers’ complaints are quite different 


stances have triggered friction between factory man- 
who can provide leadership and organizati agers and workers| 





























Perhaps nothing worries reform 
judgment, than such pi 
and igniting wider unrest. 


leaders more, in our 





they did in 1986 and again in April and May 1989, 
when a large number of workers joined student: in the 





Fang Lizhi, the Chinese counterpart to Soviet dissi- 
dent Andrej Sakharov, has become a particular thorn 
in the reformers’ side. His speeches on university 
campuses, calling for multiparty democracy, helped 
ignite the massive student demonstrations in 1986 
that touched off a backlash and contributed to Gener- 
al Secretary Hu Yaobang’s downfall and the cam- 
paign against “bourgeois liberalism.” More recently, 
according to press accounts, Fang embarrassed Beij- 
ing while visiting Hong Kong by criticizing the cor- 
Tupt activities of the children of some of China's top 
leaders—prompting authorities to revoke his travel 
rights, at least temporarily 












Figare 2. Police grab siwdens proterter in 1986 
(left; student leader Wuerkaixi in April 1989 
fright} 







Beijing's Deteriorating Instruments of Control 


Complicating the rise of corruption, crime, worker 
unrest, and student activism is the fact that reform 
has brought about changes that have undermined 
party control and weakenéd the party's ability to 
manage social tensions. Agricultural reforms, for 
example, have resulted in a decline in the number and 
power of rural cadres, leaving the party with fewer 
and less direct economic levers over the peasantry. 
Reform-sponsored devolution of power to local offi- 
cials and businessmen has led to “economic war- 
lordism”™ as localities have become increasingt: 
pendent of, and unresponsive to, central authorities. 
Urban party officials have also lost some influence 
over job and housing assignments, wages, and travel, 
which they have traditionally manipulated to encour- 
age compliance. In effect, the party finds i with 
fewer carrots and only big sticks to use’ 
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China and Other Communist States—Some 
DiGerences 


Unlike Eastern Europe's ruling parties, the Chinese 
Communist Party has not had to contend with a. 
challenge to its authority by any well-organized 
group like Solidarity, nor has it been split by major 
ethnic divisions the way Yugoslavia has. Nor does 
China face the kind af threat to its internal stability 
Srom separatist nationalist groups that the Soviet 
Union does, China's minorities-~including Tibetans, 
Uighurs, Mongols, and more than $0 others—are too 
Sew and isolated to pose a serious threat; they make 
up only about 5 percent af the population. The party 
does not have to compete with any established organi- 
zation that could serve as a rallying point, as the 
Catholic Church has done tn Poland. The only 
exception is the Buddhist priesthood in Tibet, which 
“receives support and encouragement from the Dalal 
Lama's government-in-exile in India. Although pert- 
odie outbreaks of violence among ntinorities are 
likely to continue, we believe there is near unanimity 
among the leadership, and thus the issue, while 
troublesome, is not politically threateni 


China's small intellectual elite has been perhaps the 
most important and certainly the most vocal source 
Of dissent during the past decade. In the late 1970s, 
during China's po-calied democracy-wall period, a 


We believe the opening up of Chinese society— 
intended to win popular support for reform—has 
made it more difficult for Beijing to use coercion to 
impose its will. Over the past few years people have 
demonstrated a greater tendency to resist such pres+; 
sure, for example, by appealing to Newspapers or { 
higher levet officials and using the banner of reform 
ww make their case. To reformers’ chagrin, intellectu- 
als, whose status Deng Xiaoping and other reform 
leaders have sought to enhance, have become more 
critical not only of party ideologues but also of the 
reform leadership and its policies as well. Slipping 
central control is evident in students’ defiance of 
explicit prohibitions against demonstrations, for ex- 
ample! 


wea 





__ the official unions. As a consequence, labor unrest =... 
~ has 30 far been limited to sporadic, scattered strikes 











































loosely knit movement of intellectuals and workers 
pressed the party to introduce political reforms and 
‘greater personal freedoms, but Deng Xiaoping 
crushed the movement after it had served his political 
Purposes. More recently, students and intellectuals rey 
have pushed for broad changes, and there have been ~=>>-—- 
major student demonstrations almost annually since 

1985: ‘em 


Neither the democracy-wall critics nor later dissi- 
dents, however, have been particularly well orga- we : 
nized, Chinese security services have been very effec- i‘ i 
tive at identifying leaders and intimidating 

dissidents, especially among the students. Despite 

widespread discontent, urban workers have not tried 

to organize a labor movement like Solidarity to rival 











and work slowdowns that, while worrying to the 


teadership, lacks the politically threatening content 
of its Polish counter; 





Further, the party no longer commands the moral 
authority it once did. In our judgment, the Cultural 
Revolution has left a legacy of bitterness and disiliu- 
sionment with the party and Communist ideology that 
reformers have not been able to overcome. Despite 
reform, we believe the party's legitimacy has been so 
corroded over the past few years by corruption, inept 
management, and abuses of privilege that the tradi- 
tional tools of ition and persuasion have lost 














Chinas Intellectuals—Questioning Time-Honored 
Truths 


In the freer intellectual atmosphere under reform, 
China's intellectuals have begun to ask. and to 
discuss publicly, @ number of interesting, disturbing. 
and-—to some in the regime—potentially threatening 
questions. After the initial burst of enthusiasm, re- 
Sorm's shortcomings, China's continuing massive 
problems, rising expectations, and the impatience of 
intellectuals have all combined to create a mood af. 
introspection and questioning.’ 


One question that stubbornly reappears Is whether 

Marxism ts any longer an appropriate philosophy for 

China. Taking reform rhetoric about adapting to 

Present circumstances a step further than even most 
~veformist-party leaders feel comfortable with, younger 

intellectuals have raised the question about whether 
..Ching should simply admit.that Communism has hod oo 

its day. Some of these radicals look to caplialism and 
democracy, some propose a search for a socialist 
Solution in words that echo the reform Slogan “'social- 
dsm with Chinese characteristics,” but what they have 
in common is a rejection af the political forms af 


Communism and the state-centered lc model 
inherited from the Soviet oo 
Other intellectuals are asking whether China's diff- 


culties stem not Just from misguided C Menismn, 
but rather from flaws in Chinese culture. 4 recent 


ress articles, and even 

indicate that many 
people no Jonger believe the party's promises, are 
cynical about the intentions of many party leaders, 
and doubt the ability of those lenders they do trust to 
deliver. People—including party cadres and 


television series, “River Elegy, “explored this theme, 
using the Yellow River as a metaphor for Chinese 
culture, and struck a responsive chord among many 
Chinese who, i seems to us, are hungry for answers. 
to.the questions-the program raised. It also precipt-_ 
tated strong but contradictory reactions from Chinese 
leaders. Zhao praised it, for example, while party 
elder Wang Zhen was so incensed by succeeded 


in getting tt temporarily banned . 


‘The sertes dramatically argues that traditional Chi- 
nese culture remains a serious obstacle to China's 
modernization and calls for a change in viewpoint, 
Over images of the river and the. tea, the piece calls 
Sor China to abandon its continental, (nward-looking 
Past and open up to the world, modernize its political 
structure and cultural concepts, and embrace such" 
Western ideas as capitalism. Implicitly, the series 
attacks 40 years of Commiunisi rile Jor failing to free 
China of its past: “River Elegy” Is perhaps the most 
striking and poetic expression af the dissatisfactions 
and doubts of many Chinese as their country enters 
tts second decade of refori 


government officials—are increasingly willing to 
ignore, resist, or even challenge central policy, 


Dilemmas for the Reformers 


‘The Hazard of Pushing Too Hard 

On top of the problems of overhauling China's social- 
ist system, Chinese reformers must also deal with the 
challenge of modernizing a poor, backward, and in 


Pak 





Figure 3. Fang Lizki, one of China's leading 
dissidents; in March 1959, Fang ted a perition 
drive to get amnesty for politteal prisoners In 
Chae! 


many areas still very traditional Third World society. 
We believe that many in the leadershi jize that 
this process is difficult and dangerous 


Some reform policies clash head-on with traditional 
values. Strong cultural factors, as well as economic 
‘Pressures, operate against efforts to control the popu- 
lation, for example, of to legislate improvements in 
the status of women, As peasants have become 
wealthy enough to pay the fines, many have simply 
ignored family-size restrictions or have resorted to a 
variety of stratagems to have more children—includ- 
ing bribing local family planning officials or having a 
child outside their home district. Local officials in 





some areas who have been too zealous in enforcing the 
policy have been beaten or even murdered. Although 

reform leaders recognize the obvious consequences of 
this policy's failing, they have had no choice over the 
past few years but to relax restrictions in rural areas 

because they have proved unenforceabl 


Party leaders regularly denounce these traditional 
attitudes as “feudal.” The Sixth Plenum document on 
ideology in 1986 devoted considerable Space to attack- 
ing thea—a measure of the frustration within the 
leadership over the impediment traditionalism contin- 
ues to pase to the modernization drive. But thus far 
the onslaught on traditional values appears to have 
generated more resentment than anything else. Para- 
doxically, somt reforms have actually contributed to a 
fesurgence of traditional practices—some are rela- 
tively innecvous, such as lavish spending on funerals 
and weddings, but others pose more serious threats to 
reform goals and social stability (see inset 


‘One traditional criterion for deciding what group 
should control local resources—lincage—figured in a 


f confrontation in the early 1980s, when 600 police and 


soldiers had to be sent in to break up fighting between 
two clans in south China; the clans had even fortified 
and provisioned their villages. Local party cadres were 
ringleaders in the dispute, which probably centered on 
land and water rights. This kind of rural violence was 
once common in traditional society and—although 
comprehensive information on such events is hard to 
come by—seems to be on the rise, a result, in large 
part, of the growth in economic ition after the 
dismantling of the communes! 


This resurgence of “feudalism” has not only become a 
source of some embarrassment to reform leaders but 
also provides ammunition for critics secking to reim- 
pose tighter controls and ideological education on the 
population. Arguments over how much freedom to 
allow under reform, in our judgment, have been—and 
remain—at the core of many differences between 
reform activists and more orthodox party leaders, and 
have figured prominently in the political infi bting in 
Beijing since Deng began his reforms. 





The Persistance of Traditional Ways 


The strength of premodern attitudes demonstrates 
the huge task modernizers face in China. Numerous 
studiés of the modernization process have pointed 10 
the severe tensions generated when a society trie: 


focument than those 
of inflation, but the threat in this kind of social 
tension is real, in our opinion, and harder to manage. 


Some customs that linger are relatively benign. Lav- 
ish weddings and funerals; although decried as 
wasteful, do not seriously threaten the reforth pro- 
gram. They do, however, provide an avenue for 
corruption in the Jorm of “donations” to weddings or 
Sunerals in well-connected families. A related ‘prac- 
tice, building tombs, not.only uses up scarce land but 
can also lead to violence as villages or individuals 
contend for especially auspicious sites. Perhaps 
equally important, the popularity of such folkways is 
taken by some leaders as an affront to socialist 
values and as resistance to the sclentific outlook that 
socialism claims for its own 


Other cultural legactes pose a more direct threat to 
central goals, and, in some cases, even a challenge to 
official authority. A case in point ts the traditional 
attitude toward women and children. According 10 
Chinese press, there have been at least two well- 
organized rings trading in women. This went beyond 


Reformers rebut these arguments by saying that the 
policies of the past are proven failures, Within reform- 
ist circles, a number of proposals have been floated to 
address some of the most serious problems, but so far 
no coherent appidach has emerged and results are 
mixed at best, For'example, some support the estab- 
lishment of a social insurance system independent of 
the factories as a way of reducing worker fears of 
unemployment and, thus, resistance to labor reform. 
Funding it, however, remains » huge problem, and, 
therefore, some advisers hold that the establishment of 


# 
‘ 





Prostitution to the actual selling—in at least one 
case, in a village market with local afficial approv- 
al—of women as servants or wives, There have been 
numerous cases of setling children as well, and in 
poor areas female infanticide still occurs. Beijing has 
tried to stop such practices through tegal penalties 
and education, but in mi eas we believe that 
these efforts have failed, 


Chinese leaders are also much concerned about the 
resurgence af superstition. At various times the press 
has tried to explain the difference between religion 
and superstition, but the operative difference seems to 
‘be whether the activities are seen as a threat to elther 
production or social order. For instance, people 
claiming to be reincarnations of mythical figures such 
as the Queen of the Western Heaven, returned to 
Earth to establish a new order; have been éxecuted as 
counterrevolutlonaries. Mindful af China's long his- 
tory of peasant rebellions led by such messianic 
figures, Beijing does not treat these incidents lightly. 


Academic research and press evidence indicate that 
localism, sometimes based on clan identity, has 
Strengthened since reform. Echoes af the past, like 
crop-protection societles—groups of vigilantes orga- 
nized to protect fields from looting—have reap- 
peared, and intervillage clashes are on the <——_—_ 


an efficient tax system, perhaps combined with owner- 


ship reform, should come iY 


To reduce corruption, reformist political theorists have 
been trying to design an effective, and at least some- 
what independent, legal system to prosecute officials. 
Other reformist thinkers see price reform—which 
would end the two-tier price system that fosters 


coal 








the black market—as primary. While most reformers 
accept that all of these policies are desirable, there is 
considerable confusion over priorities. As long as the 
rift continues, reformers will remain vulnerable to 
charges of failing to control the bad effects of their 
programs! 


‘The Hazard of Pushing Too Little 

Damned if they push too hard, reformers are also 
damned if insufficient results generate widespread 
«disappointment among a population now used to the 
benefits of economic growth. Even though most Chi- 


*_fese are better off today than 10 years ago, a variety 
of press A c they 
Row Expect contt improvements. However, saips 
have leveled off and, in some cases, have even bees. 
lost. Chinese officials acknowledged in July 1988 that 
the standard of living of over 20 percent of the urban 


population had dropped over the year because of 


Figare 4. Troditional fotk religion survives de~ 
aplle official discouragement. An animist priest 
prepares for a funeral {left} and a woman wor 

ships her ancestors ia | 





rising inflation—itself fueled, in part, by reformers’ 
promotion of high-growth policies—and urban pro- 
tests evoked memories of the results of the hyperinfla- 
tion of the 1940s that helped end Nationalist rule in 
China. The authorities moved quickly to rein in prices 
and reassure city dwellers, and their actions have had 
some calming eff 


In some cases, moreover, people have come to resent 
what they perceive as inequities in reform, Urban 
workers, reacting to stories in the press about wealthy 
peasants building houses, for example, grumble that 
they—tbe proletariat upon whom the revolution is 
theoretically based—are suffering while peasants get 
tich, In fact, Chinese academic research shows that 
the urban-rural income disparity is actually greater 


10 








now, at 2.33:1, than it was in 1981. What is important 
politically, however, is not the fact but thesperception 
that reform is not benefiting urban residents, One 
recent poll found a persistent belief that “reform has 
only benefited peddlers.” A dropoff in urban support 
for reform threatens to deprive its advocates of one of 
their most powerful arguments for moving forward. 


Short-Term Outlook 
In recent months the leadership has at critical points 
‘oach to reform be- 


Obviously these worr 

and more generally shared than ever before; the 
urgency with which Beijing has sought to quell infla- 
tlon, assuage outrage over corruption, and boost secu- 


me measures has been an expression of these fears, 


Beijing reacted to the threat of disorder first of all by 
retreating from some of the more controversial re- 
forms, especially price reform—which would entail a 
Jump in prices: After the events of the summer of 
1988, a media ‘campaign sought to reassure Chinese, 
especially city dwellers, that they would be shieli 
from the worst effects of inflation. According to’ 

‘reports, the authorities are now planning 
wage hikes, increased subsidies, and a two-year mora- 
torium on raising prices of key goods in response to 
the protests over inflation. Liberalizing press laws and 
increasing the use of local people's congressés as 
soundingboards for popular concerns—steps reform- 
ers have been pushing—could help vent public frus- 
trations,’ 


Using popular discontent-as a lever, other reformers 
may push to open the political system further, giving 
people a greater sense of participation and, thus. a 
stake in reform. 


Is China Up to Modernization? 

In our view, however, the leadership faces a rough and 
potentially lengthy period of instability. Student pro- 
tests have occured annually since 1985, and the 
creation of stronger student organizations suggests 
they are almost certain to resurface in the future. The 
sour mood of urban workers is likely to worsen as 
their living standards slip. Discontent among peasant 
farmers and rural enterprise workers, who stand to be 
hurt by Beijing's current austerity policies, may also 
increase. Unless Beijing can curb inflation and sustain 
rapid economic growth—which is doubtful—it will 
probably have to contend with increasing worker 
Protests and strikes, new student protests, and sporad- 
ic outbreaks of violence, : 


‘We are not optimistic that the leadership can agree on 
4 course of action that would ameliorate economic 
problems, or even has the political will to take on the 
powerful vested intercsts that would oppose recentral- 
izing authority. Provincial leaders are unlikely to 
voluntarily give up the enormous power Beijing has 
granted them over the past decade. And we expect 
local party cadres to do little more than pay lipservice 
to Beijing's campaign against corruption. Urban 
workers, in our judgment, are also likely to resist any 
government attempt to impose a ceiling on wages and 
boni 


We believe the most likely threat to reforms under 
these conditions is that continued intractable discon- 
tent, combined with pervasive disillusionment and 
widespread indifference and passive resistance to gov- 
ernment initiatives, will weaken reformers’ political 
position and provide ammunition to their opponents. 
Whether economic troubles undercut the reformers 
politically or force them to water down their Program, 


severe social tensions are likely to become 
nent feature of the Chinese political | 





Ching has a history, both under the Communists and 
before, of upheavals in reaction to social tensions, 
Even if the current turmoil subsided, bad judgment on 
the part of the leaders, perhaps combined with an 
event beyond their control such as a serious interna- 
tional recession, could trigger another upheaval | 


Empact on the West 


We consider it extremely unlikely that unrest in 
China would get so out of hand that it would bring in 
4 leadership interested in returning to the isolationist 
policies of the past; the “open policy” is, we believe, a 
permanent part of all leaders’ foreign policy, But it is 
conceivable that disorder could bring about a political 
tealignment in China that would affect the interpreta- 
tion of the policy. Many of the leaders whom we place 
‘on the more conservative side of the political Spectrum 
share a distrust of Western ideas and intentions that, 
we believe, could lead thent to'steck greater distance 
from the United States. Under these leaders, military 
and diplomatic relations could eval, although the 
strength of Western technology, markets, and educa- 
tional institutions would act as a brake on this 

tenden 


Under & more traditional leadership, changes in the 
economic climate could adversely affect trade and the 
investment picture for US firms. Li Peng, for exam- 
ple, has suggested instituting official controls on 
foreign investments to casure that they are sufficient- 
ly favorable to China. Several of the ‘more traditional 
leaders are lukewarm toward the strategy of coastal 
development that has fostered much of the foreign 
investment in China 


+ Measures taken to control disorder could also smother 


economic initiative, Their turbulent recent bistory has 
+ Conditioned Chinese to see a clampdown in one area 


ma Anlst tyy 











as presaging more sweeping ‘measures or even @ policy. 
reversal. A clampdown often leads to a slowdown in 
business activity! 


ine in 
investment as foreign businessmen Feacted to fears of 


instability. Unrest, especially in the cities where most 


investment is centered, would exacerbate what is 
already # difficult investment environment! 


Persistent serious disturbances and the draconian 
measures Ching might take to clamp down on them 
could reawaken fears about China's stability and 
predictability that would hamper China's initiatives in 
the region. We judge it probable that some Southeast 
Asian states, such as Malaysia and Indonesia—which 
are already leery of Chinese intentions—would worry 
that China’s problems might be ited to their 
ethnic ‘Chinese populations) 


It is conceivable that under extreme conditions a 
frustrated leadership could deliberately stir up xeno- 
phobia both to distract the populace and to transfer 
blame for China’s problems. Chinese complaints that 
foreigners have incited trouble in Tibet and have 
encouraged Chinese dissidents such as Fang Lizhi 
exemplify this tendency. Although we doubt that such 
| strategy would be very effective or persuasive 
today—particulerly in diverting attention from do- 


mestic problenis—that would not necessarily prevent 
it from affecting China's foreign ron 
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Appendix 
A Sampler of Social Tensions 


The list below is not exhaustive but is intended to give 
a sampling of incidents reflecting social tensions. 


March 
As many as 2,000 people riot in Lhasa during reli- 
gious festival. 
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April 
Authorities arrest a Daoist “witch” in Shenyang for 
inciting her followers to murder. 


Hundreds of workers attack passenger train in 
Guangdong. 


Peasants in Hunan push 50 carts ot vgskivigs into 
municipal government building, protesting broken 
contracts. 


May 
Mob of Guangdong peasants storms public security 
bureau, freeing prisoners and burning files. 


‘Two hundred persons in Henan attack a court, beat- 
ing up 17 police officers, 


June 
Local authorities move against pirates on the coast of 
Zhejiang Province. 


Students demonstrate at Beijing University for politi- 
cal change. 


Police break up a ring of 66 people involved in 
kidnapping young girls and selling them into slavery; 
peasants who purchased one girl object that they used 
legitimately earned money to buy her and, therefore, 
should not have to give her up. 


Soccer riot in Sichuan erupts, police take eight hours 
to restore order. 
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Thousands of armed police break up demonstration by 
1,000 peasants protesting pollution of water supply for 
their fields, 


Xi'an taxi drivers parade against corruption and 
discrimination against private operators. 


Strike in Liaoning results in removal of incompetent 
factory manager: 


duly 
Mob in Guangdong attacks tax collectors sent to q 
inspect local jewelry shops. 


Public security, Vice Minister cites rise in ethnic 
clashes and smuggling in border regions. 


More than 100 intellectuals attend meeting criticizing 
limited potitical and intellectual freedoms and call for 
rehabilitation of Hu Yaobang. 


Security guard kills family-planning official who pe 
nalized him for having too many children. 


August 

Spending sprees, hoarding, bank runs, and protests 
against inflation force change in economic policy at 
leadership meetings. 


Four farmers are killed when police intervene to break 
up attack by farmers on loca! Land office. 


September 
Land dispute between local peasants and mining 
enterprise in Liaoning halts production. 


Liaoning paper claims illegal “taxes” force closure 
14,000 small businesses. 
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December 
Protests by Tibetan dissidents in Lhasa and Beijing. 


Students at several campuses demonstrate against 
African students and special privileges for foreign 
students. 


Enraged depositors attack post offices in several areas 
after being denied cash withdrawals because of new 
money-tigbtening measures ordered by Beijing, 


January 

Clash between grain farmers and Anbui provincial 
officials attempting to block export of grain to wealth- 
ier coastal provinces leaves one farmer dead, two 
officials injured. 


February 
Group of prominent intellectuals sign letter calling for 
amnesty for political prisoners. 


Homemade bomb reportedly explodes on train in 
Henan, kills 12, 


March 
Massive proindependence demonstrations in Tibet 
kead to imposition of martial law there, 





The Chinese People's Political Consultative Commit- , 
tee Women's Committee reveals evidence of wide- 
spread female slavery, including involvement of vil- 
lage committees in approving contracts. 


April 

Student demonstrations, beginning with the death of 
He Yaobang on the 15th, continue for a month. 
Protests in Beijing bring 150,000 students to the 
Streets; other demonstrations occur throughout China. 


Police arrest more than 50 members of « “counterre- 
volutionary” sect called the “Universal Syoee Dynas- 
ty.” The group claimed to be followers of the founder 
of the Ming dynasty and planned to establish a new 

kingdom. 


May 
Studeat demonstrations continue. 


Reporters, including from the official People's Daily, 
Present a petition protesting controls on their ability 
to report the demonstrations accurately, call for press 
freedom. 


Martial law Is required to restore order to Beljing. 








